



The 


xchan 


A MAGAZINE OF THE FINANCIAL COMMUNITY 





wy 
x 





10c A COPY 


May, 1941 





What 
NS} Kofed sg = 
Attract 
Public 


Interest 
? 


as jane te, ele Sn cle eee a eee , mre 
eT es ee apd 
: . Woks Fs 2. eo’ 4 +4 SIE 


iin Ge Se > t 


Wh a-\- ew, 69 9 Fo) (-7-3 
In This Issue 
Wi vache Blefitmeye 
This Question 


* 


First Quarter Dividends Exceed 1940 Period By 8%—Page 3 











ST. PAUL, MINN. 


The closer relations between the United 
States and Canada will, | hope, bring some 
practical information to our lawmakers in 
regard to the attitude of Canadian authort 
ties toward corporatuions 1 these war times. 
From data obtained north of the border, | 
gather that Canadian government-econom 
ists desire that taxes be so laid that corpo 
rations may retain reasonable earnings tor 
dividends and reserves. Such a program en 
tails, also, a fair return on money invest 
ed in shares. Mighty little stress seems to 
be laid on the situation ol stockholders in 
Washington the 


weight goes to labor's wages and taxes. But 


discussion most oO 
we need an equitable division of corporat: 
income all around if investors capital is to 
do its part in our tremendous defense un 
dertaking. 


LR. S.. kk. 


RYE, N. Y¥Y. 

The article about yields on Stock Ex 
change common stoc ks in your latest issue 
aroused my especial interest, and affords an 
As an investment dealer 


excuse to write. 


retired I am one ot a great number of 
persons who are keenly interested In seeing 
the investment factors attached to equities 
brought forward. This ts a good time to do 
it. My visits to my brokers in the city have 
become infrequent of late years, hence it 3s 
probable that changes in protessional senti 
ment impress me more than they would 
impress others who are continually in touch 
with the business. An important alteration 
of the brokerage attitude has occurred since 
1938. Speculation has plainly been thrust 


into the background in brokerage thought, 


‘ s Letters to the 


as | measure it, and investment — closer 
attention to assets behind stocks, and the 
yields available — has come forward. This 
is all to the good, it strikes me, although 
the “velvet” that brokers once enjoyed in 


boom times has to be dispensed with. 


NEW HAVEN, CONN. 

Dealer sales of “secondaries” would give 
a truer picture of the market for common 
stocks not the “take downs” by dealers 
from underwriters, which your map in the 
April Excuance showed. And T'll bet you 
a nickel that New England States ac 
counted for more of those four blocks of 
stocks than the 3.8 per cent of your calcula 
tion. | mean at retail. U. S. Steel and Ana 
conda are well thought of among equities 
in this neck of the woods when quotations 
are reasonable. 


M. S. 
BINGHAMTON, N. Y. 


The arm’s-length bargaining issue be 
tween the SEC and bankers, and the result 
anticipated by me —along with a great 
many other investors, doubtless — empha 
sizes the advantage of a market like the 
New York Stock Exchange. New issues of 
securities often 
ally” 


priced higher if underwriters have to com 


I won't quite say “usu 
are priced too high. They will be 


pete for them, but on an Exchange the 
price of a stock, especially these dull days, 
is governed by what the owner is willing 
to sell for instead of bidders boosting the 
price. A little hard on the seller, perhaps, 
but the investor who wants to buy carefully 
is benefited. 


editor, in whole or in part, are presented here as a contribution to current 


discussion of investment, economic and general financial subjects of public interest. 


WESTFIELD, HN. j. 


A quotation which came over the radio 
the other night gave me an idea which 
might be considered apropos of something 
or other in connection with the merchan 
dising measures that THe Excuance Maga 
zine is plugging. The quotation was, “Bind 
up my wounds, give me a horse!” Well, 
there shouldn't be so many wounds to ai 
tend to when people are sold stocks on the 
basis of income as there were immediately 
after 1929. I rode some wild market horses 
during the period of delusion, and am 
quite content now to amble along on 
a nag called “Two Dollar Dividend With 
Extras.” 

Gok. 


CHICAGO, ILL. 


Why can’t you fellows (the tenor of the 
letter indicated that Stock Exchange firm 
partners and customers’ brokers were re- 
ferred to) make it easier to do business with 
you? Rules are rules, of course, but when a 
man has to face a kind of inquisition before 
he can even open an account — with a 
he would 
be within his rights to think “to hell with 
it” and buy something else, or tear up the 


check right there in his hand 


check and leave his money in the bank. 
You don't have to tell me that, in certain 
situations, Stock Exchange firms would 
preter not to accept an order to buy or sell, 
but aren't these so infrequent that they can 
be considered as rare exceptions? You peo 
ple write a-plenty about ways to sell stocks. 
It isn't selling by a long shot when printed 
forms tull of prying questions are shoved 
into a customer's face. 


hs. IN. 2 
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The Background of High Yields 


S price a true reflection of a stock’s 
iT worth? 

Earning power, present and indicated, 
along with the size of the dividend, are 
influential in governing the market 
value of a “seasoned” stock. Yet a glance 
at the table which follows is likely to 
arouse wonder whether something has 
happened to staid, old economic rules 
which apply to prices. 

The cited stocks are fairly representa- 
tive of long-established industry and 
transportation. They have paid divi- 
dends yearly for ten years or longer. The 
yields they bring to their owners at pres- 
ent prices, based on the 1940 dividend 
rates, average more than 7 per cent. 

With two exceptions — Chrysler and 
American-Hawaiian — the 1940 earn- 
ings of none of the stocks can be con- 
sidered as strikingly high in dollars, nor, 


with a single exception, can the divi- 


dends be rated large, in dollars and 
cents. Yet the rate of return on money 
invested in them is high by any method 
of figuring. Moreover, the seven com- 
mon stocks are typical of an extensive 
group listed on the Stock Exchange, 
with long, sustained dividend records 

. some of them yielding considerably 
more at current quotations than any of 
those mentioned in the table. 

It is obvious upon examining the divi- 
dends and earnings that high yields in 
these instances (which are merely ex- 
amples of a market situation) are a 
product of price. Yields are high be- 
cause the public’s appraisal makes them 
high. And in order to see, from another 
angle, how the current public valuation 
of the stocks stands in relation to old 
standards, look at the “times-earnings” 
ratio at market prices paid on May to: 


American-Hawaiian Steamship Co. 








1940 Reported Yield — “% 
Earnings Per 1940 May 10 
Share Dividend Price 
American-Hawaiian 5S. S. Co. $7.87 $3.50 10.1 
embeeetm 6 ae ee th ee 3.63 1.85 6.9 
Borg-Warner Corp. . 2.88 1.50 9.0 
Chmpuiee Comm... 6 6s ss 8.69 5.50 9,4 
Cleveland Graphite Bronze Co. 4.11 2.00 7.€ 
Pennsylvania R. R. Co. 3.51 1.50 6.0 
Hershey Chocolate Co. . . . 6.76 3.00 6.0 
Vo recommendation of or solicitation of an order to buy or sell any securities of these companies is 
| hereby intended, this list being merely illustrative of the above text. 








shares were obtainable that day at a 
price equal to 4.4 times the 1940 re- 
ported net income per share; Best & Co. 
at 7.3 times the per-share earnings; Borg- 
Warner at 5.8 times the net; Chrysler 
at 6.7; Cleveland Graphite Bronze at 
6.2; Pennsylvania Railroad at 7.1, and 
Hershey Chocolate at 7.3. 

Back in 1927 and 1Q25 a ratio of less 
than ten to twelve times earnings would 
have indicated depressed prices for well- 
rated, dividend-paying stocks such as 
these. And now so prominent an issue 
as Pennsylvania Railroad stock is ap- 
praised in public estimation on a much 
lower basis, and others which are en- 
titled to respect by reason of their divi- 
dend records disclose a surprisingly low 
ratio. 

Do the prices and ratios denote the 
real worth of the stocks? Conjecture 
must qualify the answer, for in times 
like the present many perplexing forces 
converge upon quotations. The small 
volume of business transacted daily on 
the Stock Exchange has reflected a pub 
lic reluctance to buy. At the same time, 
the success of listed stock offerings by 
selling groups, outside the Exchange, has 
abundant 


disclosed the presence of 


funds . when seasoned stocks are 


brought directly to public attention. 








“STOCKS ARE BOUGHT FOR YIELD AS WELL 
AS FOR THEIR PROSPECTS” 





Midwest Editor Arouses Readers 


with some Pointed Facts 


and Stirs Wide Investor Response de a 





BY ROBERT 


P. VANDERPOEL - 


Financial Editor 


CHICAGO HERALD-AMERICAN 


YOR a long time I have been main- 
taining in my daily articles that 
profitable opportunities for the invest- 


ment of capital existed in the United 


States. 
At a 


time when idle funds have 


wHAT CAN MY 
MONEY EARN IN 
THESE TIMES? 





mounted to unprecedented proportions, 
when interest rates have been the lowest 
in history, well-managed corporations, 
particularly in the industrial group, have 
found it possible to earn, even after taxes, 
depreciation and other charges, returns 
on net invested capital ranging from 
satisfactory to lucrative. 

During much of this period the stock 
market has been depressed. Stock prices 
have been at relatively low levels, and 
trading volume has shrunk to the lowest 
rate ever in relation to corporate wealth 
in American history. 

It appeared to me that those most di- 
rectly concerned with this phenomenon 


have, with a few conspicuous exceptions, 


2 


taken the development lying down. 
They have failed to fight for business in 
true Yankee fashion. Accustomed 
through long years to easy money, they 
have grown soft. They still expect busi- 
ness to come to them instead of going 
out after it. 

It is against this background that I 
watched with interest the studies by the 
New York Stock Exchange relative to 
the securities listed on its market. 

These were studies intended to reveal 
the facts. If the facts were as I believed, 
the studies must of necessity tend to 
build confidence and improve the busi- 
ness of the brokers and the Exchange 
itself. 

Early this year one of the first of these 
surveys by Tue Excuance Magazine re- 
vealed that during 1940 more corpora- 
tions with their stocks listed on the Big 
Board paid dividends than ever betore 


in the history of that institution. The 


RETURNS 
ON STOCKS 
AND BONDs 
COMPARE ? 





survey showed, further, that all common 
stocks listed on the Exchange had sold, 
taking their average price for the year 
1g40 and their dividend payments for the 
year, at an average yield rate of 5.7 per 
cent. It was found further that the aver- 
age yield rate was the highest in eight 
years. 

Commenting on these figures at the 
time I remarked: 

“A careful study of market move 
ments and dividend yields, we believe, 


will disclose that, marketwise, stocks are 


WHAT INCOME 
CAN / GET ERoy 
SECURITIES 
WITHOUT TaKine 
AN UNDUE Risy > 


most attractive when the average yield 
rate is high and least attractive when the 
average yield rate is low.” 

Concluding my remarks I said: 

“While foolish idle dollars rot in the 
banks, these opportunities for profitable 
investment exist! 

“Is it not criminal that because of blind 
hatreds, narrow partisanship, selfish de 
sire for power and vile propaganda, 
Americans have had their courage crush- 
ed, their judgment warped and their con- 
fidence destroyed until they have failed 
to recognize opportunities or to discern 
that they have worked to destroy the 
very things they hold most dear by al- 
lowing their money to mold while they 
themselves sulked ?” 

These comments attracted a great deal 
of reader response and a week later I con- 
tinued the discussion with another arti- 
cle revealing that the Stock Exchange 


(continued on page 12) 
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HE extent to which pessimism has 
been overdone in the measurement 
of security prices is strikingly illustrated 
by the fact that stock prices continue 
near their lows of last June, despite divi- 
dend payments which thus far in 1941 
are ahead of last year’s favorable record 
and industrial output which is continu- 
ally establishing new all-time peak levels. 
In the first three months, companies 
represented on the New York Stock Ex- 
change paid common stock dividends 
amounting to approximately $437,407,- 
000 — up more than 8 per cent from the 
corresponding period of 1940. The larger 
dividends were widely distributed, being 
recorded in 17 of the 20 groups shown in 
the accompanying table. The largest 
gains, percentage-wise, were in these in- 
dustries: steel, up 131 per cent (with 
United States Steel’s $1 dividend count- 
ing heavily in the increase); mining, 36 
per cent; amusement, 30 per cent; build- 
ing, 28 per cent; textile, 28 per cent. 
Due to the arbitrary selection of a pay- 
ment period, namely, Jan. 1 to March 31, 
there is one group, the tobacco industry, 
in which the figures do not reflect the 
true situation. Last year Philip Morris 
paid dividends of $2.75 a share on March 
25; this year that amount was paid on 
April 15. Hence the recorded decline in 
this classification. 


Consideration of recent gains in divi- 


dends does not, of course, subtract from 
the impending effect of increased taxa- 
tion, higher wage rates and higher ma- 
terial and other costs while, in some in- 
stances, governmental authorities give 
notice that prices are not to be raised. 


But Wall Street and investors general- 


ly have accumulated a record for pes- 


simism that is almost unmatched. In 
1939, as industry Was starting on its up- 
ward course, it was fear of a sharp slump 
in industrial activity, predicted for the 
early part of 1940, that was partly respon- 


sible for holding share prices back. Then, 








DIVIDEND PAYMENTS OF COMMON STOCKS LISTED ON 
THE NEW YORK STOCK EXCHANGE 
— First 3 Months of 1941 — 
No. Paying 
Cash Divi- No. Estimated 
No. of dends in Ist Paying Dividend Per 
Issues 3 months Increased Payments Ist Cent 
Listed 1941 Dividends 3 months 1941 Change 
Amusement. . . . . . W4 5 l S$ 2,171,000 29.6% 
Automobile is eG a ee 23 10 17,902,000 + $§.2 
Building a ee 13 5 1,004,000 t+ 27.8 
Business & Office Equip... 9 7 | 2,219,000 } 1.4 
Chemical . . . .. . 66 16 10 58,527,000 t 5.0 
Electrical Equipment... 16 9 6 1,066,000 1 5.6 
a ee 18 1 17.251,000 + 3.3 
BOs os & 2 oS we ee 33 8 21,513,000 26.2 
ee ee 8 2 2,513,000 | 0.3 
Machinery & Metals . 2). 75 11 lj 14,147,000 22.3 
i |: 15 5 19,203,000 36.3 
Paper & Publishing . . . 26 15 } 2.589.000 15.8 
Pewolewmm . . « « « « SM 18 l 31,167,000 — 4.4 
Railroad ae and “> ke x Se 30 5 29,651,000 | 7.9 
Retail Merchandising . « 6 10) 14 31,130,000 —— oe 
BOOMERS Ge se & wT 5 l 2,410,000 15.8 
Steel, Iron& Coke. 2...) 37 17 9 19,470,000 ! 130.7 
Wee > ss sm oe & 10 5 2,895,000 27.6 
TOMMNOO 6 sc Se ws ces 15 l 17,074,000 — 13.0 
All Public Utilities . 2 . 46 25 6 81.832,000 + 621 
Other Companies...) «92 31 6 25,073,000 +- 6.2 
Teter « «x « Se 2B 124 e+ th $437 407,000 8.1% 
*In addition to the 121 issues which paid increased dividends, 273 paid the same dividend, 30 reduced their 
payments and 17 others either eliminated or deferred their payments. 











in June, was the threatened at- 


1940, 1 
tempt to invade England. Next it was 
the anticipated effect of the excess profits 
tax and other levies. 

Anticipation of events has in the past 
usually proved more unpleasant than 


their realization. It may prove so again. 
Estimate of 1941 Earnings 
For an over-all of 


there is the recently published estimate 


picture earnings 
that net profits, after taxes, of manufac- 
turing industries will come this year to 
$3, 320,00 10,000, compared with $3,954,- 
000,000 earned in 1929 — 10 per cent less 
than the earlier figure. 

If this prospect should materialize for 
companies represented on the New York 
Stock 


common. stocks in 


dividends listed 


1941 


the $2,099,000,000 paid in 1G40 


Exchange, on 


might exceed 
though 
sull fall considerably short of the $2,711,- 
000,000 paid 1Q2Q. 

With capacity production in many 
lines of business, it seems reasonable that 
many corporations will continue to re- 


port substantial earnings and are still 





going to pay their stockholders satisfac- 
tory dividends. 

Selectivity —a term which one hears 
more and more frequently in connection 
with the stock market — may become 
more extreme. But even so, potential op- 
portunities for investment should not be- 
come limited to a narrow range of indus- 
tries, or of companies within an industry. 

For example, in the first quarter of 
this year, 73 listed companies paid larger 
common dividends, 48 others initiated 
payments where they had made none in 
the corresponding period the year before, 
and 273 paid at the same rate. 

On the opposite side of the ledger, 30 
companies reduced their dividends and 
17 eliminated deferred their 


or pay- 


ments. 
Larger Stock Yields 


Stocks which yielded a larger return 
comprise more than one-seventh of the 
entire common stock list. Included 

this group are many issues which have 
paid consistently for several years and 


whose earnings show an upward trend. 





And to avail himself of the assurance 
which a long dividend record provides, 
the investor does not, in many instances, 
have to buy shares at the ten-times earn- 
ings figure which once was an accepted 
Many of 


these issues are selling at between 6 and 8 


yardstick of security values. 


times last year’s earnings and are cur- 
rently yielding 6 per cent or more. 
Presented in the accompanying table 
are statistics on 20 listed common stocks 
which come within this yield range. 
Each paid a larger dividend in the first 
quarter of 1941 than in the same period 
of 1940. In each case the recent trend of 


All of the issues 


have paid dividends every year for five 


earnings is upward. 


years. They are currently yielding more 
than 6 per cent. 

Thirty-one more companies paid divi- 
dends on their common shares in the 
first three months of this year than in the 
same period in 1940. With this improve- 
ment, the total number of dividend-pay- 
ing common stocks on the New York 
Stock Exchange may come to more than 


(continued on page 14) 


CURRENT YIELDS OF 20 COMMON STOCKS LISTED ON 
THE NEW YORK STOCK EXCHANGE* 


These stocks are all yielding more than 6 per cent on the basis of recent prices 


and 1940 dividends. 


They have all paid dividends in each of the last five years and 


they covered their dividend payments in 1940, They all show increased earnings as of 
the latest reporting period and have all increased the amount of their dividend payments. 


Issuer 
Acme Steel Company 
American Brake Shoe 
American Radiator & Standard San. 
Anaconda Copper Mining Company 


Chesapeake & Ohio Railway Company 


Flintkote Company (The) 
General Telephone Corporation 
General Theatres Equipment Corp. 


Harbison-Walker Refractories Company 


Kennecott Copper Corporation 


Louisville & Nashville Railroad C ‘ompany 


MacAndrews & Forbes Company 


Minneapolis-Honeywell Regulator Co. 


Noblitt- Sparks Industries, Ine. 


Pacific Finance Corporation of ¢ ‘alifornia 


Parker Rust Proof C ompany 
Savage Arms C ‘orporation 

Spice r Manufacturing C ‘orporation 

Square D Company 

Standard Brands, Ine. 


This list is 
made as to the accuracy of the data given, 


illustrative 


purposes 





& Foundry Co. 
Corp. 


not to be construed as a selicitation or as a recommendation to buy or sell any of the 


although they have been taken from sources believed to be 


Closing 
Price 
Ist Quarter April 30, 
1940 Reported Ist Quarter 1941 
Reported Earnings Dividends (or Average Times 
Earnings Per Share 1940 Per Share of Bid & 1940 Current 
Per Share 1940 1941 Dividends 1940 1941 Asked) Earnings Yield 
$6.48 $1.17 $2.94 $3.00 $0.75 $1.00 $45 6.9 6.74 
3.49 0.66 1.06 2.10 0.30 0.40 31 8.9 6.8 
0.70 0.03 0.15 0.40 0.15 61, 88 6.5 
1.04 1.21 1.34 2.00 0.25 0.50 2314 9.8 8.6 
1.31 0.91 1.06 3.25 0.625 0.75 371, 8.6 3.8 
2.10 0.17 0.45 1.00 - 0.25 123%, 5.9 8.1 
2.39 0.59 0.83 1.40 0.30 0.35 19 8.1 7.4 
1.45 0.36 0.44 nen 0.25 113, 8.1 7.2 
1.71 0.25 0.60 25 0.25 0.375 17 A 102 7.1 
4.05 1.09 (est) 1.15 (est) 2. 5 0.25 0.50 31% =78 8.7 
8.15 6.00 1.25 2.00 69 8.5 8.7 
2.61 0.59 0.63 2.40 0.90 100 256 9.6 9.6 
3.87 0.42 0.84 3.00 0.50 0.75 104, 10.5 74 
1.65 1.20 1.22 3.10 0.60 0.75 254, 34 12.3 
1.62 0.40 0.44 1.20 0.20 10, «65 11.4 
2.50 0.63 0.90 2.00 0.25 0.50 1844 7.3 11.0 
6.13 0.14 2.99 1.00 0.25 0.75 141, 7.3 9.0 
6.36 1.83 1.98 2.50 0.75 28 1.4 8.9 
1.56 0.89 1.75 2.80 0.30 0.50 333, 7.4 8.3 
0.71 O17 0.17 0.40 0.10 0.20 3 7.7 7.3 


in connection with the accompanying general discussion of the stock list. 


securities mentioned herein, 
reliable. 


and no representation is 
securities have been selected solely for 


These 
























Ti 1E public zs responsive! 

An analysis of results over a six weeks’ 
period of “direct offering” advertise- 
ments by a New York Stock Exchange 
firm shows that, despite depressing war 
developments in Europe and Africa and 
the prospect for heavily increased taxa- 
tion at home, the public interest in listed 
common stocks with long dividend rec- 
ords remains active. 

Salient points of the sales enterprise 
undertaken by Bear, Stearns & Co. on 
March 9g are these: 

Six of the seven small advertise- 
ments — about 4/4 inches over 2 
columns — were inserted in The 
New York Times on Sundays, in lo- 
cations outside the financial pages. 
The seventh insertion was made at 
mid-week in the same newspaper. 

The advertisements emphasized 
particular stocks . . . Pennsylvania 

Railroad . . . Consolidated Gas .. . 
. Standard Oil of 


New Jersey, among others, pre- 


General Electric . . 


senting the approximate current 
price, the 1940 dividend and ap- 
proximate yield. 

Headlines were worded as _ fol- 
lows: “Uninterrupted Dividends for 


Over 50 Years” — referring to two 





GALLOWAY 


selected issues; “Look at the Rec- 


on’; “Sg 2. Ko. .s Pot; an 

similar arresting displays in bold- 

faced type. 

The text offered the firm’s facili- 
ties for the purchase of the desig- 
nated stocks “or other listed securi- 
ties” for cash, or on the basis of 
“financing part of the cost at reason- 
able interest rates,” with a support- 
ing invitation to the reader to write 
or telephone for information; or call 
at the office in person for first-hand 
consultation. 

The results to date could hardly be 
considered as complete, inasmuch as a 
printed advertisement often arouses 
“consumer interest” long after publica- 
tion, but they are highly informative: 

10 per cent of the inquiries grow- 
ing out of the advertisements re- 
sulted in the immediate transaction 
of business. 

8o per cent of the new accounts 
involved cash purchases — 20 per 
cent were margin accounts. 

The largest transaction, for cash, 
comprised 1,000 shares of various 
stocks averaging about $20 a share. 

The smallest was the purchase of 


7 shares of stock for about $150. 


piRECT OF 


LISTE 


Gets Results: 


FERING OF 


p stocks VIA 
oADS”’ 













Upward of 40 per cent of the indi- 
viduals who replied to the “ads” asked 
for further information about the firm's 
facilities for financing purchases on a 
partial payment basis. 

An order for $5,000 of stocks was ac- 
companied by a clipping of one of the 
early advertisements, four weeks after 
the date when it was printed. The bulk 
of the inquiries came from outside New 
York City, one from Guatemala and 
many from New England States and 


the Middle West. 


Calibre of Leads Produced 


The above citations deal only with im- 
mediate results, and the calibre of the 
inquiries, so the brokerage firm reports, 
left the way open for further contacts. 
Responses which reflected mere curiosity 
— asking for a circular and so on — were 
few. The character of the advertisements, 
making specific recommendations, thus 
forestalled a considerable amount of 
waste motion in following through. 

For the task of developing inquiries 
into actual business, the firm employs 
brief, mimeographed studies of the rec 
ommended stocks. The condensed facts 
are easily digested. Special weight is laid 
upon dividends and price ranges over a 
ten-year period. 

To permit quick — fact-absorption, 


(continued on page 10) 








HERE are the active buyers of 
listed common stocks? In the 
North, East, South or West? 

The pursuit of fact-finding in regard 
to distributions off the Exchange un- 
covers some significant information 
about regional sales to investors. The 
study of retail sales, which follows, sup- 
plements the survey of wholesale sales 
of four recent - blocks of 


Anaconda, S. H. Kress, F. W. Wool- 
worth and U. S. Steel, amounting to 


“sec yndaries” 


608,000 shares — which was presented in 
Tue Excuance for April. 

That the subscriptions by underwrit- 
ers, sub-underwriters and dealers in the 


earlier review of the national market 


would fall short in picturing the ulti- 
mate destination of the stocks was, of 
course, recognized. It was obvious, too, 
that subscriptions credited to wholesalers 
in New York, where the majority of 
Stock Exchange firms have their main 
offices, would result in resales through 
branch offices and dealer connections to 
individual buyers over a wide geograph- 
ical area. 
“The 


branches of New York firms,” the April 


large cities contain) many 
article noted, “and probably the alloca- 
tions of stocks by underwriters have been 
in some cases to main offices in the East, 


whereas much of the retailing occurred 


6 


outside of the Atlantic Group’s direct 
area.” (The Atlantic and Southern sec- 
tions included the States which bound 
the country, from New York to Louisi- 
ana.) 

This expectation is borne out by the 
retail sales record of a large Stock Ex- 
change member firm. The house sold 
its quota of the four offerings through 
its eight offices, which are located in the 
East, Northwest and Central West as 
the accompanying tables recount in de- 
tail. No office is maintained by the firm 
on the Pacific Coast. 

The record contains significant sales 
information for Stock Exchange houses, 
inasmuch as nearly three-quarters of the 


more than 600,000 shares were subscribed 






for by member firms .. . 72 per cent to be 
exact. The experience of a well-organ- 
ized firm in developing markets contains 
material for use by houses which are 
seeking to widen their retail distribu- 
tion, some of which have not partici- 
pated in secondaries. The results of sales 
efforts of the firm which is the anony- 
mous subject of this study are enlarged, 
furthermore, by the geographical per- 


centages of its distribution in connection 


with a total of 41 secondary offerings of 


listed common stocks — 


Distribution at Retail 
Fou ir 4! 
Cited 


Issues% YY, 


Issues 


Atlantic & Southern 


Group 21.6 25.37 
New England 20 14.04 
Central Group 58.4 60.59 

The differences between wholesale 


takings by dealers, as recorded last 
month, and the retail sales above are 


shown by reference to these figures - 


Subscriptions by Dealers 
Four Cited 


Issues“; 
Atlantic & Southern Group. 76.5 
New England 3.8 
Central Group 12.6 


The 20 per cent at retail for New Eng- 


WIDE WORLD 
land, as against 3.8 per cent credited to 
member firms’ dealer subscriptions, has 
been checked against the sales estimate 
of another member firm with principal 
headquarters in Boston, and agrees ex- 
actly. It may be mentioned, also, that a 
representative bond underwriting and 
dealer group credits New England with 
about 20 per cent at retail of its offerings 
over a period of years. 


(continued on page 7) 
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Light on Retail Market 


(continued from page 6) 
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TREASURY POINTS WAY 
FOR SECURITIES BROKERS 
TO ASSIST DEFENSE 
BOND SALE 


The United States Treasury Department. respond- 
ing to the Exchange's offer of cooperation in pro- 
moting the sale of defense savings bonds, has 
pointed out that this community can help tre- 
mendously by acquainting the investing public 
with the advantageous features of the securities. 

Replying to the letter written by the Exchange 
(see left), the Treasury said: “This generous offer 
on behalf of yourselves and your members is high- 
ly appreciated. There are many ways in which you 
can assist us. If you will urge your members to 
familiarize themselves with and instruct their em- 
ployees in the terms and advantageous features of 
the securities, they can help tremendously in pass- 
ing correct information along to the investing 
public. Your cooperation in this direction will be 
particularly helpful. 
“As our program develops we shall feel free to 
take advantage of your kind offer to help.” 





The greater difference between whole- 
sale and retail distribution of the four 
secondaries in the Atlantic & Southern 
Group is striking, but appears to be ac- 
counted for, at least in great part, by 
the explanation already noted. The 

stocks credited to main offices in New 
York in the April tabulation were widely 
diffused in the retail distribution. The 
“spread” between wholesale and retail 
charged up to the Central Group ap- 
parently is explainable in the same way 

New York main offices got the 

credit for wholesale takings. 


The member firm’s activities in retail- 


ing the four stocks are reflected in the 
table shown below. 


Offhand, it would appear that the 
Middle West is especially responsive to 
sales enterprise. While the “Central 


Group” for the purposes of Tue Ex- 


CHANGE’ tabulations comprises the States 
extending from the Ohio River west to 
the Pacific Coast territory, and from the 
Canadian border to Mexico, the firm’s 
business was done in territory pivoting 
upon three great industrial cities 


where its offices are maintained. 








ae —— Shares Sold — — 
Atlantic cil Genitieen Anaconda Kress Woolworth U.S. Steel 
Supmees «zw 424 150 19] rar 6" 
New England 
3 Offices y & 811 50 349 195 
Central 
3 Offices 2,765 310 160 1.726 
Totals . . 1,000 510 1.000 2.996 


RETAIL SALES OF SECONDARY OFFERINGS 
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by JAMES W. BRIDGES 





Following many years’ experience in 
Mr. 
lately has turned to the financial ad- 
field 


where, as he reports, he has been sue- 


the securities industry, Bridges 


vertising and publie relations 
cessful in combining the requirements 
of Federal regulation with the prin- 
ciples of modern merchandising. 
Recently THe EXCHANGE invited Mr. 
Bridges to discuss the principles upon 
which the 


found an advertising 


securities industry might 


program, 











HE term “public relations” too often 

conjures up visions of a staff of won- 
der boys effervescing ideas which are cal- 
culated to make a standing room only 
sign a permanent fixture. Any such mys- 
tic and intangible supercharger is likely 
to arouse considerable suspicion among 
a group of business men who have come 
by the money the hard way with which 
to support such an all-star team. The 
campaigns which merchandise services 
and products are supported in these 
times by a much more tangible and 


painstaking process —a_ process based 


importantly on extensive factual re- 
search. While less glamorous, it is more 
effective, more consistent and more eco- 
nomical. 

Without getting into causes, the secur- 
ties business generally has a problem 
that belongs in the public relations cate- 


gory. People just don’t come around and 


buy, although there is plenty of money 
around. Conceding that the securities 
firms have good values to offer, what 
has so effectively caused the paradox of 
good values going begging in the midst 
of plenty? 

There are two ways of answering this. 
One is to embark on a criticism of what 
has been done to offset these conditions; 
the other is to propose, in broad outline, 
a program which should correct them. 
The latter is submitted here. 

From an outside point of view, all 
security firms are lumped into one cate- 
gory. The distinctions between its vari- 
ous groups (commission brokers, deal- 
ers, underwriters, and so forth) are un- 
derstood by not more than one in ten 
or even fifteen Main Streeters. What one 
group does helps or hurts all, regardless 
of who is responsible for a particular 
action. For the good of all phases of the 
business it must be recognized that to 
the all-important public, from whom our 
living and our legislative regulations are 
derived, there is only a securities business 
and we are all tarred or whitewashed 
with the same brush. An endeavor to re- 
gain public confidence should start from 
this premise. 

A corollary is to stop public bickering 
and present some sort of united front. 
The public, and even many of us in the 


business, are as sick to death of clique 





a 


se 
pth: +> ? . 


et 


quarrels as we are of the jurisdictional 
disputes of labor groups. The public 
neither understands nor cares about such 
matters — matters which certainly create 
no trace of that urge necessary to pro- 


mote activity. 


Common Ground Defined 


If it were possible for the strong men 
in the business to submerge some of their 
individualism in a general program to 
reestablish the securities business, a 
second prceblem is presented. On what 
common ground could all of the various 


divisions come together ? 


Manufacturers representing many varied phases of i 
group organizations. Why not the securities business? 
addresses the 45th Congress of American Industry, sponsor 

























































































veneral, first, all have one common 
interest and that is the effecting of trans- 
actions in securities, directly or indirect- 
ly, with investors. This is the keystone of 
their prosperity. Abandoning immedi- 
ately any idea of attempting to promote 
a wholesale and indiscriminate purchase 
of securities by all and sundry (which 
has terrific boomerang possibilities and 
would, if successful, create more prob- 
lems than it would solve), what is an ap- 


yroach designed to restore potency with- 
| : : 





out promoting promiscuousness ? 
The financial community has a broad 


responsibility in the economic and social 


il structure. It has no right to encourage 

mass speculation any more than automo- 

ie bile companies have a right to encourage 

- speeding and it would undoubtedly be 

i. prevented from a “come-on” campaign 
which might lead to such an end. On 
the other hand, it does have every right, 
moral and constitutional, to conduct a 

- lawful business and offer what it believes 

es are the values it has created by its in- 

om vestment of capital and time. 

a 

= Potential Investors 

us It is quite apparent that the investors 


in this country can be divided into two 


ied phases of industry have banded together successfully in 
urities business? Here Clifford Stilwell, of Warner & Swasey, 
Industry, sponsored by the National Association of Manufacturers. 
ACME PHOTOGRAPH 
























groups — those who are actual owners 





and buyers of securities and those who 
are not doing any investment business 
now but may be owners. The latter 
group —the people who have cash but 
are not willing to invest it — is the group 
which should be converted to the frame 
of mind which already is prompting the 
first group to do such investing as is be- 
ing done. Right at this point I want to 
offer factual evidence that this can be 
done. 

The firm of Merrill Lynch, E. A. 
Pierce & Cassatt undertook an aggressive 
advertising campaign, discarding com- 
pletely the stuffy dignity that makes 
most financial advertising monument- 
ally boring. The results which they 
achieved bring out points that should be 
chanted in unison by the entire person- 
nel of the securities business every morn- 
ing and every evening until their amaz- 


ing significance is fully appreciated. 


Attracts New Investors 


I quote from the October, 1940, issue 
of Tue Excuance Magazine, in which 
the results are reviewed in a comprehen- 
sive research report—“In the six months, 
beginning April 1 last, the firm through 
its 40 offices has opened 7,356 new ac- 
counts ... only 190 were accounted for 
by transfers from contemporary firms.” 

Most of this new business was capital 
that had gone uninvested in securities 
before. It is that astounding figure of 
just under 98 per cent of their 7,300 ac- 
counts being new to investment that 
should make the despairing investment 
fraternity raise their heads. Neither that 
firm nor any cther firm in this whole 
broad land had gone after those 7,300 
people. But a straightforward, aggressive 
advertising campaign succeeded — in 
bringing them in. For those who sub- 
scribe to the theory that only a roaring 
bull market will stir investors’ interest, 
recall that the fall of Belgium, Holland, 
France and the Dow-Jones Averages 
were features of that particular time. 


There is no reason why the securities 






































business should not adopt policies which 
have proven effective in so many other 
lines of business. Here is a skeleton plan: 

Form a non-profit organization to be 
known as “The Investment Institute of 
America.” Elect a board of directors con 
sisting of the presidents of the Invest 
New 
Stock Exchange, the National 


ment Bankers Association, the 


York 


GALLOWAY 
“It should be a prominent part of the program 
to urge that investors buy defense bonds.” 


Association of Securities Dealers and a 
regional director from each of the twelve 
Federal Reserve Districts. Each regional 
director would be elected by vote of the 
firms and branch offices in the district 
(one vote to each unit). Establish dues 
of $100 per year (for 3 or 4 years) for 
each of the 8,000 of such units. 

The revenue of $800,000 a year derived 
from these dues would be expended, un- 
der the direction of the board, by an ade- 
quate paid stafl working in cooperation 
with an established advertising agency. 
The money would be expended in carry- 
ing to the public the true facts about in- 
vestment and the financial community; 
the functions of the various units in the 
business; the safeguards surrounding in- 
vestment; and the inherent soundness of 
selected securities of American business. 


In short, an effort would be made to 








regain the respect and confidence which 
is the rightful heritage of this all-im- 
portant keystone in the system of free 
enterprise. The advertising would be 
directed toward the specific objective of 
increasing transactions in securities by 


bringing new investors into the market. 


Research is Initial Step 

Space does not permit giving detailed 
examples of such a campaign. It would 
involve first a careful analysis by a re- 
search organization in order to develop 
the proper factual basis upon which to 
found the campaign. Modern research 
methods, as has been frequently demon- 
strated, are able to record public taste 
with a high degree of accuracy. 

With the guidance of such a survey, 
an aggressive, but fundamentally sound 
and conservative series of advertisements 
could be drawn up and run in the lead- 
ing newspapers and magazines and pos- 
sibly on the air. 

The size of the fund would assure that 
people in all walks of life would be con 
sistently presented with the facts about 
investment in a manner calculated to 
arouse their interest in securities and 
stimulate a desire to own them. By mak- 
ing the public fully familiar with the 
facts about investment, suspicion and 
mistrust would be allayed. As people be- 
came more familiar with investments 
and began to study them more objective- 
ly, the currently attractive investment op- 
portunities would be purchased. 

Investors would be urged to check 
their investments regularly with their in- 
vestment firms. They would be informed 
of the vast network of statistical services 
which furnishes up-to-date facts to in- 
vestment houses; of the nation-wide wire 
systems which insure prompt execution; 
of the important part played by finance 
in developing industry, thus creating 
jobs, raising the standard of living and 
making possible the production facilities 
utilized in the defense program. 

The investor would be apprised of the 


advantages of having an independent 


10 


source of income, of having a reserve of 
capital for emergencies or business op- 
portunities; of realizing capital increases 
through sharing in the growth of Amer- 
ican enterprises —the sound values, in 
other words, which the present-day in- 
vestors know and understand and which 
the potential investors can be brought to 
understand. 

The Institute would shoulder a broad 
responsibility. Its policies would have to 
be carefully and soundly established, 
would have to accord full recognition to 
the implications inherent in attempting 
to influence the investment of the sav- 


ings accumulated by the public. 


Urge Purchase of Defense Bonds 


For example, it should be a prominent 
part of the program to urge that inves- 
tors buy defense bonds. While such a 
move would produce no direct revenues 
to the investment fraternity, it would be 
convincing evidence that the financial 
community was making a positive con- 
tribution to the welfare of the country. 
If full public confidence is to be earned 


it is going to be earned only by a genuine 


public spirit and social consciousness 
and enlightened self-interest. 

The investment business is not the 
only business in which too intensive 
efforts to increase sales may run counter 
to public welfare. An obvious example 
is the distilling business, which certainly 
had to practice restraint in urging the 
use of its products. Certainly it must be 
obvious that a reasonably active and 
healthy financial community is a great 
safeguard in itself against some of the 
evils emanating from a hard-pressed in 
dustry. The formation of the Institute 
could be a first step of major importance 
in reversing the trend of the past ten 
years. 

Perhaps one of the most striking re 
cent examples of a move of this sort is 
the joint action of over 2,000 New York 
dress manufacturers in setting up a 
$4,500,000 advertising fund to be ex- 
pended at the rate of $1,500,000 per year. 
Their purpose — to establish “Made in 
New York” as being as effective a guar- 
antee of style as “Made in Paris” once 
was. It can be done and should be done 


by the financial community. 





“Ads”’ for Listed Stocks 


(continued from page 5) 


salient items of a company’s record are 
set forth (as in the case of Pennsylvania 
Railroad) in the manner shown below. 

Supplementing this information, the 
descriptive detail deals with assets, gross 


income, tax payments and the like. The 


briefed corporate records served a double 
purpose: the inquirer is enabled to ac- 
quire a picture of a corporation’s prog- 
ress, and the Bear, Stearns’ representative 
is provided with the essential items with 
which to interest the potential customer 
speedily, without cluttering up an inter- 
view with a mass of statistics. 


(continued on page 14) 














PENNSYLVANIA RAILROAD 
Yield Based on Recent Price of 23'/2 
10-Yr. 5-Yr. Highest Lowest 
1940 Aver. Aver. Rate Rate 
DIVIDEND . $1.50 $1.20 $1.25 $3.25 $0.50 
YIELD 6.38% em 5.33% 13.83 2.13" ‘ 
Earnings Per Share 
19.40 1931-1940 10-Yr. Av. 1936-1940 5-Yr. Av. 
$3.51 High—$3.51 $1.90 High—$3.51 $2.36 
Low 0.84 Low — 0.84 
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Earnings of 35¢ Listed 





Companies Up (9 per cent 





In First Quarter 





IRST quarter reports of corporate 

earnings make a somewhat check- 
ered pattern. It was the best first quarter 
in their history for a few companies with 
securities listed on the Stock Exchange; 
many others showed results about even 
with the initial quarter of last year, and 
several experienced reductions in profits. 
Results are more uneven than has usu- 
ally been the case in the past, with many 
of the old-line companies (with the 
major exceptions of the steel industry 
and the railroads) lagging while newer 
specialty companies came forward with 
sizable profit gains. 

But the rising groundswell of pro- 
duction and higher gross sales was sufh- 
cient to lift the combined net income of 
357 companies (the first to report from 
among the Stock Exchange’s common 
stock list) by 19 per cent above the 
corresponding 1940 period. 


Results in Individual Groups 


Examined by industrial groups, the 
strongest gains are to be found among 
the industries which have been stimu- 
lated by the national defense effort. 
Twenty-five railroads comprise the top 
group with an increase of 198.2 per cent 
in net income. The steel industry came 
next with a rise of 91.6 per cent, while the 
building industry, aviation, retail mer- 
chandising, and machinery and metals 
also stood among the leaders. 

At the same time, the petroleum 
group’s profits faded below the 1940 total 
by 22.8 per cent, and the chemical indus- 


try lost ground, as well. The table which 
follows presents details of all the group- 
ings, with percentage changes. 

The rate of industrial operations the 
country over is estimated to have ad- 
vanced about 20 per cent during the 
quarter, as compared with the first three 
months of 1940. Normally, profits rise 
faster than the scope of production when 


plants are working at, or near, capacity. 
The fact that net income of the cited in- 
dustrial groups advanced slightly less 
than 20 per cent in the period presum- 
ably reflected the retarding influences 
of higher costs and taxes. 


Outlook for Current Quarter 


During the current quarter, ending 
June 30, the effects of wage increases and 
the policy of price freezing may also be 
visible. These as yet unestimated forces, 
operating parallel with a policy which is 
designed to hold down selling prices for 
many kinds of merchandise, carry their 
own implication in respect to operating 
results. A counterbalance to possible 
lower profit margins in the present quar- 
ter may be supplied, in the opinion of ob- 
servers of industrial activity, by more in- 
tensified factory operations and a step- 


up of deliveries of goods and services. 


FIRST QUARTER EARNINGS OF 357 COMPANIES 
HAVING COMMON STOCKS LISTED ON 
THE NEW YORK STOCK EXCHANGE 


Assembled by Industrial Groups 


Number 
Number Showing 


Reporting Net Profits: 
to Date Ist Q. - 1941 


Amusement . . . . 4 } 
Automobile . . . . . 39 36 
ne 7 6 
Bees «ks se s KB 12 
Business & Office Equip. . 5 5 
Chemieees 6 ks Oe 39 
Electrical Equip. . . . 10 10 
a a ae 9 9 
oS” ee eee ee 25 
Machinery & Metal. . . 37 35 
we cee ce ce we SS 17 
Paper & Publishing . . 11 1] 
Petroleum . .. . .. 20 19 
a SS ee ee ee eee 23 
Retail Merchandising . . 14 13 
Steel, Iron & Coke. . . 31 31 
re sk ae SY 6 6 
All Publie Utilities 2.) 17 16 
Other Companies . . . 25 21 

COME =. & & « = SH 338 


Group Net Income: 
Number Ist Quarter - 1941 Per Cent 


Showing (Combined Incomes Change in 
Improve- Minus Group 
ment Combined Losses) Net Income 
3 $ 4,418,848 + 49.1% 
30 94,574,335 - 2. 
3 13,467,113 +- 53.8 
10 6,177,207 + 86.3 
4 4,089,132 19.4 
24 64,413,135 2.2 
8 21,572,541 13.2 
-* 7,938,665 2.3 
20 29,151,494 + 7.1 
32 16,350,755 + 514 
17 19,629,441 + 21.3 
8 4,351,342 + 53.7 
9 31,662,362 22.8 
21 $5,551,412 +-198.2 
12 2,509,356 + 53.6 
28 91,169,312 + 91.6 
5 1,351,724 + 30.3 
1] 93,888,520 + 28 
16 11,575,257 + 22.1 
266 $563,841,951 L 19.00% 








“Stocks Are Bought for Yield” 


(continued from page 2) 


found that the average common stock 
vield of 5.7 per cent in 1940 contrasted 
with a yield of only 4.1 per cent in 1929, 
presumably the year of the nation’s great- 
est prosperity and the phenomenal spec 
ulative boom in the stock market. 

I pointed out that, back in tg2g, people 
borrowed billions at abnormally high in- 
terest rates to buy stocks which, while 
receiving large dividends, yielded an 
average return of only 4.1 per cent, while 
in 1940 there was almost no borrowing to 
buy stocks which yielded an average re- 
turn of 5.7 per cent. 
after all, 


stocks are bought not only for their yield, 


Someone remarked, “But 
but for their prospects.” 


And 


what were the prospects in 1929? The 


To which I answered: “True! 


most severe stock collapse In history Was 
just ahead, to be followed by a prolonged 
and severe depression, which included 
stock liquidation and a sickening melt- 


ing away of values.” 


Typical Yield of 7.2 Per Cent 

In April Tie Excuance Magazine 
completed a further study which reveal- 
ed that the typical dividend-paying com- 
mon stock among its issues was currently 
selling on a basis to yield 7.2 per cent on 
the rg4o dividend disbursements. 

There were 288 individual issues 
quoted as of March 31 at prices that car 
ried dividend yields based on tg40 pay- 
ments ranging from 7.2 to more than 12 
per cent. 

Almost one hundred stocks (g9) were 
selling at prices to yield upwards of 10 
per cent. 

I pointed out that in 1929 there were 
many stocks which sold at 20, 30, even 
40 times yearly earnings, as contrasted 
with the old conservative yardstick of 
ten times earnings. Then I noted that 
Tue Excnance had now selected fifty 
stocks which had paid dividends in each 
of the last ten 


vears, “or through the 


12 


most severe depression in American his- 
tory,” and thirty-seven of these were sell- 
ing at ratios ranging from 4.7 to 9.6 
times 1940 earnings. 

In writing these comments on the 
New York Stock Exchange study it oc- 
curred to me that some readers might 
like to examine for themselves the entire 
EXCHANGE article, particularly inasmuch 
as it listed these fifty ten-year dividend- 
paying issues, all of which were selling 
on a yield basis above 6 per cent. 

I arranged for one hundred reprints of 
the article and mentioned that readers 
could obtain same by sending a self-ad- 
dressed, stamped envelope. 

Then the fun began. The first papers 
were hardly on the street before requests 
began to come in. 

The article appeared on a Saturday 
when market interest is supposed to be 
light and men stay home and play golf 
or work in their gardens instead of 
worrying about business and securities. 

Four days later I wrote: 

“Readers literally deluged us with re- 
quests for this article. Self-addressed 
envelopes came to us from business men, 
professional men, and others who might 
be termed ‘average investors.’ ” 

They came from all sections of the city, 
from Cicero, once notorious as the hang- 
Lake 


which boasts of being the wealthiest 


out of gangsters, from Forest, 
suburb in the United States. They came 
from the steel city of Gary, the booming 
arsenal city of Rock Island, small towns 
in Illinois, Indiana, Wisconsin, Michigan 
and Iowa, which we never knew existed. 

The supply of reprints was replenished 
but the demand for this article with its 
list of fifty stocks seemed to spread and 
spread. Most of the requests continued to 
come from Chicago but there were 
others from Cleveland, New York, Bos- 
ton, Connecticut, Maine, Florida, Okla- 
homa, Texas, the Soo Locks, all through 


the West and out to California. 


Five times it was necessary to order 
more reprints. 

We had long maintained that a great 
interest in the stock market 
We 


friends to show more initiative in awak- 


dormant 
existed. had urged our broker 
ening this interest. But even we were sur- 
prised by the enthusiasm with which 
men and women responded to our offer. 

Many wrote letters along with their re- 
quests, letters which would be a revela- 
tion to the brokerage fraternity that has 
whined about poor business. 

“I had no conception that dividend 
yields such as you mention were avail- 
able, particularly in seasoned issues,” 
wrote one business man. 

There were many similar comments. 
A number of stock brokers, themselves, 
appeared surprised. Even one member of 
the New York Stock Exchange asked for 
permission to reprint the article. 

Several readers declared that they had 
been avoiding brokerage offices because 
every time they entered La Salle Street 
they encountered men singing the blues. 
One man wrote, “My broker is always 
crying and leaves me with a discouraged 


feeling rather than a desire to invest.” 


Unaware of Stock Yields 


Several mentioned that they had been 
putting their money in savings accounts, 
yielding 114 per cent, quite unaware that 
yields of six, seven and more per cent 
were available on seasoned stocks. 

One correspondent stated that he was 
in a position to assume reasonable busi- 
ness risks but he had been buying annui- 
ties with his investment capital, totally 
ignorant of the fact that common stocks 
were selling on a yield basis exceeding 7 
per cent. 

More than six hundred reprints of this 
article were mailed out and the requests 
are still coming in. 

I believe that this experience definitely 
proved that there is “gold in them thar 
hills” if the brokers will only go out after 
it in true go-get em Yankee style and not 


wait for it to come to them. 
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The Public Be Pleased! 


vow at 2:15 tomorrow afternoon 

shall continue this brief history 

of the New York Stock Exchange.” 
A quotation from a lecture delivered 
in installments? No, a section of a 
brokerage firm’s business-seeking radio 
broadcast, sent over a hundred-mile 

radius pivoted on Anderson, Ind. 

What the listeners had just heard was 
the description of a half-hour of dealings 
on the Stock Exchange one day in 1837! 
What they had heard, too, was a fast- 


moving summary of “spot” news, ac- 


companying quotations of listed securi- 





GALLOW AY 


News high-lights added to the stock quota- 

tions broadcasts have produced a decided 

pick-up in audience interest in the agricul- 
tural area near Anderson, Ind. 


ties together with commodity prices! 

Did the audience like it? Here’s an ex- 
tract from a letter received by the broker- 
SpONSOr: 

“Congratulations on your new type of 
broadcasts . . . a splendid idea to inject 
news items and notes of interest into 
your program. It relieves a certain mo- 
notony which is bound to creep into a 


lengthy recitation of numbers and frac- 


tions. You have added new life and pep, 
so to speak, and may I wish you con- 
tinued success.” 

And another: 

“T heard your new radio broadcast . . . 
and I certainly find it more interesting 
than the former dull list of figures. I 
think the item about the history of the 
Stock Exchange should be of consider- 
able value in gaining good will toward 
that institution.” 

A third, with a different and realistic 
slant: 

“T am sending check . . . Thanks for 
your valuable radio information.” 

The full gamut of appreciation, deal- 
ing with desired information, entertain- 
ment, and the kind of practicality that 
brokers, themselves, appreciate is spread 
out in such letters — and many more — 
which the Thomson & McKinnon office 
at Anderson has received lately. This 
member firm has been employing Sta- 
tion WHBU for nearly three years. 


Sees Need for Wider Program 


Last March, Robert J. Beck, of the firm, 
who had been handling the broadcasting 
directly from the office board room and 
limiting the effort to quotations of se- 
curities and commodities, became con- 
vinced that the listening public wanted 
something more. He wrote a broader 
“scenario” and sent it on to the Depart- 
ment of Public Relations of the Stock 
Exchange for comment. 

“T can’t be sure that all this will mean 
anything to you way off there in New 
York,” he wrote, “but in my small com- 
munity I find myself more and more in 
competition with sellers of all kinds. My 
potential customers must be sold some- 
thing, and I can’t sell them by simply 
reciting a lot of dry figures—and neither 
can anybody else. The security salesmen 
who come into my town with a circular 


in their pocket (even though it be the 


Audience Commends 
| Brokers’ Broadcast 


Enlivened with 
SPOT NEWS 


description of a municipal bond) have 
wares to sell. They are merchants, and 
people are used to, and want to deal 
with, aggressiveness. We are not prin 
cipals. We are agents. But we must ad 
vertise our service or dry up and blow 
away.” 

The broadcast, after a reading of the 
copy in New York, resulted in a letter 
going to Mr. Beck which said, in sub 
stance, “Why not?”, and was followed 
by a copy of the March issue of Tre Ex 
CHANGE containing a number of sugges 
tions for toning-up member firm radio 
talks. 

Previously, Mr. Beck had been broad 
casting quotations three times a day 
at g:45 and 11:35 A.M. and 2:15 P.M. 
The schedule was now rearranged into 
two fifteen-minute periods on the air, at 
8:45 A.M. and 1:30 P.M. Soon letters 
like this began to pour in, not only regis- 
tering approval but supplying ideas, be 
tween the lines. 

“T have been listening to your broad 
cast of news high-ights, and I don’t 
know who is responsible for the changes 
in your program, but I certainly think it 
is a step forward... 1 gain a_ better 
knowledge of the stock market from 
your program. It certainly is a great im 
provement over ‘cold quotations’.” 


News high lights? The most effectis Cc 








departure from older procedure lay in 
the presentation of current news items 
which, in one way or another, had an 
economic interpretation. News from the 
Balkans, the labor front, Washington, 
Tokyo; facts from London dealing with 
regulations affecting commodities, as 
well as war news. 

When it came to the “sales hook” at 
the end, the following sample indicates 
that Mr. Beck does not cloak himself 
with undue reticence: 

“If you have any stocks which we have 
not included on our board (the list main- 
tained up-to-the-minute for the broad- 
casts) and in which you are currently in- 
terested, we will be very happy to add 
them to our list. Write us direct, or in 
care of WHBU. Please bear in mind that 
we act solely as your agent. We have no 
stock to sell you, neither are we inter- 
ested in buying anything you may have. 
We have nothing to sell but service, and 
we would like to do a commendable job 
of that. 

“Call us or write us if you want to buy 
or sell any stocks, bonds or commodities, 
or, if you please, we shall furnish you 
with information and suggestions about 


your investments.” 


Type of Audience 

The community to which the broad- 
casts go is largely agricultural, hence the 
interest in quotations for grain, livestock, 
etc., is stable and widespread. This situa- 
tion is recognized by the presentation of 
commodity quotations of the Chicago 
Board of Trade at the beginning of each 
talk. But news items impinging upon the 
commodity market are shortly brought 
in, and the transfer of listeners’ attention 
to listed securities, news and Stock Ex- 
change information is brought about in 
a logical step-up. 

While figures have not been made 
public in respect to the volume of busi- 
ness which has been generated directly 
by the broadcasts, the three-year culti- 
vation of buyers’ attention is considered 


to be decidedly worth-while. 
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“Ads” for Listed Stocks 


(continued from page 10) 


A significant discovery comes to light 
in a broad analysis of the replies to the 
advertising. A fairly large percentage of 
the letters of inquiry carried notations of 
this general order: 

“I have never bought stocks before but 
. “Se- 
curities are something that I have not 
.. “I know 


nothing about securities, but would like 


desire to make an investment” . . 
purchased in recent years” . 


to earn a good rate on such money as I 
have”... “Stocks of strong corporations 
have been neglected by me, for I have 
paid little attention to them. The ones 
you name ought to be worth owning,” 
Giga 

Except for certain inquiries which re- 
vealed a knowledge of purchases on mar- 
gin, the letters disclosed little desire to 
speculate—the emphasis lay upon invest- 
ment and yields on invested money. 
During a speculative period, as in the 
late 1920's, a Stock Exchange member 
firm would have discouraged transac- 
tions in stocks by inquirers so evidently 
“unsophisticated.” But in such a period, 
comparatively few adults who professed 
only a vague knowledge of securities 
would have been found. 

Until the early 1930's, securities, not- 
ably stocks, were talked about by thou- 
sands of people who seldom bought 
them; other thousands bought and sold 
stocks actively. A great deal was written 
about the securities market; stocks were 
discussed at family dinner tables. Not 
many persons would have admitted that 
they knew little or nothing about stocks. 

Another discovery brought forward 
by responses to the advertisements is that 
the commonplace method of buying 
goods “on time” — through installment 
plans — appears to be so ingrained a 
practice that inquirers about securities 
naturally wish to apply it to investment. 
The wording of the advertisements 
which this article reviews might appear 
to offer a purchase “plan.” But in an in- 


terval of more general popular informa- 
tion about the stock market, such a 
phrase as “financing part of the cost at 
reasonable rates of interest” would hard- 
ly have been understood as meaning in- 
stallment transactions by more than 4o 
per cent of the seekers for investment 
facts. 

The significant information growing 
out of recent “consumer appeal” adver- 
tising of listed common stocks is center- 
ed less in methods of making payment 
than in a broader area. The public has a 
lively interest in ways to invest money 
for a reasonable yield! 


First Quarter Dividends 
(continued from page 4) 





600 issues in 1941 — or approximately 72 
per cent of the entire common stock list. 

The financial editor of a well-known 
daily newspaper has written, in a recent 
book* about the securities market, “The 
average investor will be much better off 
if he sticks to securities listed on the New 
York Stock Exchange.” Certainly the 
more than 800 common issues listed — or 
the 600-odd dividend-paying common 
stocks — are not a narrow selection to 
choose from. 


Higher Dividends for Preferred Stocks 


Dividends were higher also among the 
preferred stocks — aggregating approxi- 
mately $81,441,000 for the 263 preferred 
issues which made disbursements in the 
first three months. Comparisons with 
1940 are complicated by several changes 
in the preferred stock list, but the indi- 
cated increase over the first quarter of 
last year is about 10 per cent. 

As to the income return available on 
New York Stock Exchange listed stocks, 
a number of analysts have commented 
that it is possible to compile a list of good 
quality common stocks, reduce divi- 
dends to what seem to be abnormally 
conservative rates and still obtain 514 per 
cent on the capital investment. 





*“How and When to Buy and Sell Securities,” 
by Todd Wright. 
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An offhand remark about brokerage 
house advertising released the fount of re- 
collection of the Man Who Never Forgets 
Anything. 

I see some signs, he said, that Stock Ex- 
change firms are breaking through the 
shell of reticence and hatching business- 
getting ideas of one kind or another. More 
power to ‘em. 

Now, you take advertising. Personally, 
it always seemed to me that brokerage 
firms when they dd advertise pretty ex- 
tensively, back in the 1920's, played up 
their services higher than logical reasoning 
warranted, while overlooking the items 
which a great section of their market was 
interested in. I mean, they were too heavy 
on the long side in boosting themselves, 
and a mite short in the emphasizing of 
values offered on the Exchange. 

Not always, but generally speaking. | 
recall how one firm advertised American 
Tobacco common, which was a steady divi- 
dend-payer and hasn't slipped up yet. The 
ad produced, among other results, a record 
long-distance order for $5,000 worth of 
stocks. It came from Mozambique, where- 
ever that place may be, and attached to the 
draft on the Bank of South Africa was a 
thumb-worn clipping of an ad in a New 
York newspaper, three months old. 

» « 

Between you and me, though, brokers 
often failed to use horse sense in the lux- 
uriant 1920's when it came to spending 
money for advertising. No, sir, too many of 
‘em didn’t think any further ahead than, 
“What the hell can I say in tomorrow's 
ad?” Advertising was a kind of by-product 
of good business. The brokers were making 
profits, and since the money was coming in, 
why not spend some just to keep the firm’s 
name before the public? 

» « 

Yes, sir, brokers did the most advertising 
when their business needed it the least. 
And, later, after the flush demand for listed 
securities tapered off, the same brokers 
stopped advertising because they felt the 
public’s mood had changed and advertis- 
ing wouldn’t get results. 
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If you compare “then and now” — d’ye 
mind pushing that ash tray a little closer? 
Thanks. Looking back to the 1920's, you 
get a picture mighty different from what it 
is today. First of all, how many Stock Ex- 
change firms in '28—to take a sample— 
really thought their business was fixed in 
the bedrock of the country? How many 
of them had even a hazy idea that the pur- 
chase of seasoned dividend-paying stocks 
for income was as important a matter in 
the scheme of thousands of lives as the 
buying of houses and land? One out of 
every ten? No sir, that figure would be too 
high. I'd estimate that it was about one 
out of every twenty—firms that reached 
below the surface of the speculative flood- 
water and drew out the steady, serious in- 
vestment business which was in need of a 
kind of service that speculation paid little 
attention to. — 

They did right well at it, and such firms 
as the one-out-of-twenty have done the 
least squawking about hard times in the 
brokerage business since ‘29. 

Don't get me wrong — I am not starting 
out to preach against speculation. I'll allow 
that speculation is necessary and has had a 
great deal to do with the building of this 
country’s industry and transportation. I ex 
pect the buying of stocks for capital gains 
will have its big moments again, but, right 
now, what do you see? What have you 
seen for seven or eight years? Why, a more 
widespread desire among the public for 
income on their extra money than you ever 
saw in the 1920's. And along with this 
urge goes something else — a lesser knowl- 
edge about old-established common stocks, 
generally speaking, than has been had for 
a generation. 


Income from securities investments 1s 
coming to have the same meaning among 
people with moderate means that it had to 
a young fellow I knew who came down 
from Boston some years ago. His family 
had owned a lot of productive property tor 
200 years. They worked, too, and earned 
money, but they didn’t consider earnings 
as income. Earnings were earnings and in 
come came from investments, so this scion 
of a conservative tribe had quite a time of 
it in adjusting himself to the loose New 
York conception of income applying to all 
the money you took in in a month or a 
year, 

Do you get my drift? A 
has occurred. A great man 


reat change 
folks who 
lumped their salaries and speculative profits 
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net — as income a tew years ago, are 
looking all over the place to find some 
means for getting 5 or 6 per cent on their 
surplus cash. Why don’t they go automatic 
ally to the securities market? Because a 
great section of them used to think — in 
the *20’s—that stocks were all specula 
tions, and during the °30’s brokers didn’t 
do much to dispel this idea. 

» « 

Brokers as a whole didn’t want to in- 
fringe on this old-time public slant toward 
the market. Why should they; the market 
had always “come back,” hadn't it, after 
periods of dullness? The easiest earned 
commissions came from trading. The big- 
bulk commissions came from trading. The 
one-out-of-twenty firms, which had always 
relied upon investment business for their 
stable source of revenue, went along as 
usual, but the field they served was limited 

until the last couple of years. 

Yes, sir, the yearning for income has 
touched a new high lately. 

If you want an advertising idea, there 
it is. Income, and the precise stocks and 
bonds that'll produce it. Is that thought 
better than rehashing the “brokerage serv 
ice” publicity over and over, when the pub 
lic already knows that a broker must give 
“service, or he wouldn't be in business 
very long? 


I ask you, man to man. 
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How 
Stock Ownership 


Is Distributed 


M' IRE than one-half of all the own 
ers of listed stocks throughout the 
nation hold units of 25 shares or less. 
fact is disclosed in a 


This survey of 


shareholdings in 1,710 


/ 


corporauions, 
which has recently been completed by 
the Securities and Exchange Commis- 
The 


limited to those having securities listed 


sion. corporations studied were 
on national securities exchanges and the 
data collected make the survey, accord 
ing to the SEC, the most comprehensive 
of its kind ever to be conducted. It was 
prepared by Helene Granby, of the Re 
search and Statistics Section of the SEC’s 
Trading and Exchange Division. 
Taking the portion which deals ex 
clusively with common stocks on the 
New York Stock Exchange, the survey 


shows that among 630 listed issues there 





ASSET SIZE OF 1,710 CORPORATIONS 
WITH SECURITIES LISTED ON A 
NATIONAL SECURITIES EXCHANGE 


Per Cert 

Number of Total 
Assets of Assets of 
(Millions of Dollars) Corpora All 1,710 
tions Corpora- 

tions 

Under | 214 0.1 
Land under 5 . . SES L.4 
dandunder LO. 2... 252 1.8 
10 and under 20 i « « 2 3.0 
20 and under 50). we. 205 6.5 
0 and under 100. 2. O08 7.8 
100 and under 20000... 81 11.6 
200 and under 5000 |. 72 20.5 
0 and over . oo... 8 17.3 
Total 1,710 100.0 








recently were 2,800,000 holdings of be- 
tween 1 and 10 shares of stock, 1,970,000 
of between 11 and 25 shares, 2,450,000 
of between 26 and 100 shares, and about 
1,020,000 of more than 100 shares. 

The less-than-25-share class accounts 
for 58 per cent of all holdings of these 
listed stocks. 

An additional large proportion of odd 
lots is included in the next higher 
bracket, that ranging from 26 to 100 
shares. The survey indicates that relative- 
ly few persons own stocks in units of 
exactly too shares and probably four- 
fifths of the 2,480,000 holdings in this 
group (which makes up 30 per cent of 


all holdings) can be counted as odd lots. 


Shareholders of Record 


“Number of holdings” does not, of 
course, correspond to the number of 
separate stockholders. Shareholders of 
record have been taken for each issue 
and it has not been possible to eliminate 
the duplications occurring when the 
same individual owns a number of 
stocks. 

Even taking this factor into account, 
it is obvious that small investors greatly 
outnumber the large holders. 

Holdings of 100 shares or less account 
for about 1g per cent of the total number 


of shares in all the 630 issues. This indi- 


cates that the “little man” turns over his 
shares in the market at about the same 
rate that the large investor does, for the 
distribution is in very nearly the same 
ratio that odd-lot trading is to total vol- 
ume on the New York Stock Exchange. 

Customers of Stock Exchange firms 
appear, therefore, to shape up about like 
those of any other business — a few large 


ones, much more numerous smaller 


ones. 
Results of Wider Survey 

In the wider survey, which included 
1,584 common and 797 preferred stock 
issues of 1,710 corporations, results close- 
ly parallel those already cited — a trend 
understandable since New York Stock 
Exchange listed stocks dominate the pic- 
ture, accounting for about 78 per cent of 
all common shareholdings studied and 
for almost 89 per cent of their aggre- 


org 
oS 


gate market value. 








NUMBER OF SHAREHOLDINGS 
OF COMMON STOCK IN 
1,572 CORPORATIONS 
No. of 
No. of Shareholdings Corpora- 
tions 
Less than 100... 1. os 17 
OPO ee wk se CK Ul 74 
a S . 
500 to 999 , - ; - P : . 304 
1,000 to 2,499. . . . 426 
ra Sr 
2,000 t0 9,999. . . . . . Wi 
10,000 to 24,999. P c 3 105 
25.000 to 49,999 , F ; : : 50 
50.000 to 99.999 . 2. 2. 27 
100.000 and over. 2 we 15 
| Total 1,572 








Shareholdings of record among the 
1,710 listed corporations totaled about 
14,000,000. On the basis of experience in 
previous surveys, the SEC estimates that 
this is equivalent to about 5,000,000 
separate, individual stockholders. This 
figure is not to be confused with pre- 
viously published estimates of the total 
number of security-holders in the coun- 
try. The latter naturally includes holders 
of corporate and government bonds and 
stockholders in those companies whose 
securities are not listed upon a national 
securities exchange. 


The number of shareholdings per issue 


his ranzed as high as 641,000 among the _ stocks, and $2,900 for the preferreds. Is- than one-half of all the shareholdings. 


ne common stocks and 67,000 among the — sues listed on the New York Stock Aside from its use by the Temporary 
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me issucs, each with more than 30,000 share- ages, being $3,500 and $3,600, respec- ganization for which it was conducted, 
ol- holdings, accounted for nearly 48 per _ tively. the survey may prove useful to member 
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about $3,100 in the case of the common the amount of $500 recorded for more — and ina number of other ways. 


led 








ck 
SE 
nd MONTHLY STATISTICS—NEW YORK STOCK EXCHANGE 
ck 1941 1940 
Jic- MONTH END DATA APRIL MARCH FEBRUARY APRIL 
of ee 2 1,463 1,457 1,455 1,446 
2. Share Issues Listed a ee a ee ee ee ee ee 1,232 1,233 1,228 1,234 
nd 3. Par Value of Bonds Listed 2. 2. 1 2 eee MIL) 55,078 55,746 54.225 53,046 
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Defense 


The Government's need for funds to be turned into war planes...ships... 
guns... explosives... the maintenance of armed forces, calls for billions 


of surplus earnings and savings — to be supplied by all of our people. 


Buy Defense Bonds 


The enlistment of money is no less important than the mustering of men. 


Every post office is a recruiting headquarters . . . thousands of banks, 


savings and loan associations, and many other agencies are receiving 


subscriptions for United States Savings Bonds... in all communities from 


Coast to Coast. 


The full strength of the nation is the security behind the bonds. 


* Invest today 
IN AMERICA’S @ DEFENSE 








